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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506
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National Security Study Memorandum

M

TO: The Secretary of Defense
The Director, Office of Management and Budget
The Deputy Secretary of State
The Director of Central Intelligence
The Chairman, Atomic Energy Commission
The Director, Council on International Economic Policy

SUBJECT: Policy on the Development of Future Uranium
Enrichment Capacity

The President has directed that the issues associated with a shift to
private ownership of part of our future uranium enrichment capacity
be reexamined. The study should consider but not be limited to the
following:

What is the outlook for private sector assumption of the enrich-
ment business with present and prospective technologies ?

i What are the prospects for adequate production resources being
developed to meet the long-term projected increasing demand
for uranium enrichment facilities ?

What governmental actions (and associated costs) would be
required to facilitate private entry and to ensure future supply?

What would be the implications of private control of enrichment
for U.S. foreign policy, trade and energy policies, domestic
and international nuclear safeguards, and non-proliferation?

) What are the costs and implications of the U.S, governmental
A commitments to worldwide supply, assurance of timely availa-
A bility, and nondiscriminatory access? How can it be ensured
that the private sector would meet and sustain such commitments,
and what would be the foreign policy implications if these commit-
ments were not met? .
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What are the prospects and implications (for example, for
trade benefits and proliferation) if private activity were to
result in business arrangements abroad through which
enriching technology becomes subject to transfer, sale, or
licensing ?

Can satisfactory oversight of private industry be established
and adequate mechanisms developed to facilitate the planning
and long-range actions necessary to maintain the appropriate
'g U.S. stockpile of enriched uranium?

! What are the organizational alternatives to private assumption
of enriching services? (Each alternative should include
discussion of its legislative, cost, and budget implications,
: probable congressional and utility reaction, and impact on the
i nuclear industry.)

Based on the above analysis and other relevant factors, the study should
outline the policy options open to the President ard their advantages and
dicadvantages. '

This study should be carried out by an Ad Hoc Group comprised of
representatives of the addressees and chaired by the representative of
the Atomic Energy Commission. The study should be conducted on a
close-~hold basis. It should be forwarded to the President for his con-
sideration no later than October 1, 1974.

Henry A. Kissinger

cc: The Secretary of the Treasury
The Secretary of Commerce
Counsellor to the President for Economic Policy
The Administrator, Federal Energy Admirnistration
The Chairman, Joint Chiefs of Staff
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e et National Security Study Memorandum

TO: The Secretary of Defense .
The Director, Office of Management and Budget
The Deputy Secretary of State
The Director of Central Intelligence
The Chairman, Atomic Energy Commission
The Director, Council on International Economic Policy

SUBJECT: Policy on the Development of Future Uranium
Enrichment Capacity

The President has directed that the issues associated with a shift to
private ownership of part of our future uranium enrichment capacity
be reexamined. The study should consider but not be limited to the
following:

What is the outlook for private sector assumption of the enrich-
ment business with present and prospective technologies ?

What are the prospects for adequate production resources being
developed to meet the long-term projected increasing demand
for uranium enrichment facilities ?

What governmental actions (and associated costs) would be
required to facilitate private entry and to ensure future supply?

What would be the implications of private control of enrichment
for U.S. foreign policy, trade and energy policies, domestic
and international nuclear safeguards, and non-proliferation?

What are the costs and implications of the U.S. governmental
commitments to worldwide supply, assurance of timely availa-
bility, and nondiscriminatory access? How can it be ensured

that the private sector would meet and sustain such commitments,
and what would be the foreign policy implications if these commit-
ments were not met?
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THE WHITE HOUSE

WASHINGTON

January 3, 1975

Dear Craig:

I want to thank you again for the information
on the uranium enrichment problem which you
provided me several weeks ago. I have referred
it to those actively involved with this matter,
and they will give it full consideration.

I know that you will soon retire from the
Congress. In my judgment, you have rendered

a very great public service, particularly in
the area resulting from your extensive and
perceptive understanding of the intricacies of
uraniumﬁgnrichment. You have done much to ad-
vance the objective of participation by private
enterprise in the future of this important seg-
ment of our national energy complex, and you
have thrown much light on the problems involved
and on alternative ways of proceeding.

It has always been a pleasure to work with you,
and I wish you everything good in your future
activities. ‘
Sincerely,

V 1. P ,w/d
The Honorable Craig Hosmer *
House of Representatives
Washington, D.C. 20515 f
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January 3, 1975

Dear Craig:

I want to thank you again for the information
on the uranium enrichment problem which you
provided me several weeks ago. I have referred
it to those actively involved with this matter,
and they will give it full oconsideration.

I know that you will soon yetirs from the
Congzress. In my judgment, you have rendered

a vary great public service, particularly in
the area resulting from your extensive and
perceptive understanding of the intricacies of
uranium enrichment., You have done much to ad-
vance the objective of participation by private
enterprise in the future of this important seg-
ment of our national enexgy complex, and you
have thrown much light on the problems involved
and on alternative ways of proeceeding.

It has always bean a pleasure to work with you,
and I wish you everything good in your future
activities.

Sincerely,

JERRY_FORD, AR

The Honorable Craig Hosmer
House of Representatives
Washingten, D.C. 20515
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

DEC 17 1974

MEMORANDUM F?R JERRY H. JONES

FROM: ROY / . ASH~

/ N
Attached [s a memorandum to the President in response to
your memo to me of November 8 regarding papers on uranium

enrichment left by Rep. Craig Hosmer.

Attachment s e




THE WHITE HOUSE DEC 171974

WASHINGTON

ACTION

Aoy

MEMORANDUM EFOR THE PRESIDENT P
i \ , : \*
FROM: RGLJL.. ASH i 2

Subject: Keﬂ. Hosmer's papers on uranium enrichment Rxm ;//

This is in response to your note to me, attached to some papers on uranium
enrichment recently left with you by Rep. Craig Hosmer, with the notation
"What should I do about this?" The papers comprise a) two pages of tabular
analysis and b) copies of Hosmer's two recent "essays" on uranium enrichment.

The essential message of the tabular analysis is roughly as follows: "If
AEC's uranium enrichment charge to industry is raised to commercial levels,
the revenues received over the next 20 years will be sufficient to cover
all costs, repay the Treasury for the capital value of its plants, and
facilitate creation of a private enrichment industry in the U.S.

Based on our discussion with AEC, Rep. Hosmer's analysis appears to be
generally valid over the long term. The draft legislation to enable AEC
to raise its charges is nearly ready for transmission to the Congress.

Rep. Hosmer's two "essays" in essence argue that private entry into the
uranium enrichment business can succeed only if AEC/ERDA preproduces, over
the next 4-8 years, a sufficiently large stockpile of enriched uranium,

at considerable cost, to '"backstop" the fledgling private firms. We are
very much aware of this need.

The Joint Committee on Atomic Energy has recently completed hearings on
Rep. Hosmer's bill (H.R. 17418) to create a Government corporation to
take over the operation of the AEC plants and to facilitate private entry.
The Hosmer bill and the hearing record will apparently be left as a kind
of legacy to the 94th Congress.

At NSC's request, there is now in preparation NSSM 209, which will refine
and re-evaluate the options for providing future increments of uranium
enrichment capacity.

Attached for your signature is a suggested letter to Rep. Hosmer to thank
him for the information he provided you.

Attachment



THE WHITE HOUSE

WASHINGTON

Dear Craig:

I want to thank you again for the information on the uranium enrichment
problen which you provided me several weeks ago. I have referred it to
those actively involved with this matter, and they will give it full
consideration.

I know that you will soon retire from the Congress. You have in my
judgment rendered a very great public service, including conspicuously
that stemming from your extensive and perceptive understanding of the
intricacies of uranium enrichment. I think you have done much to
advance the objective of participation by private enterprise in the
future of this important segment of our national energy complex, and
you have thrown much light on the problems involved and on alternative
ways of proceeding,

It has always been a pleasure to work with you, and I wish you every-
thing good in your future activities.

Sincerely,
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Honorable Craig Hosmer
House of Representatives
Washington, D. C. 20515



OFFICE OF THE PRESIDENT
WASHINGTON, D.C.

From the Presidept
To: M J
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THE WHITE HOUSE
WASHINGTON

November 8, 1974

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR: ROY L. ASH
FROM: ok, . JERRYH
e I
f} '\g‘;\
z
o o
‘v;"’

The attached material was returned in the President outbox

with the following notation to you:
-- What should I do about this?
Pleasc follow-up with the appropriate action and return

your response to the Office of the Staff Secretary.

Thank you.

cc: Don Rumsfeld



C. Hosﬁ R

Twenty- Year Financial mary

Plant Value - §5 Bl
Inventory - - ¥ B n

27.8 Million S. W, U, «.pacity
plus 1 million centrifi.ccs

Total Revenues @ $70/swu 36,001, 000, 000
Operating Costs
Power @ 10 mills. 12,202, 000, (:00
Labhor 1, 525, 000, 00
Misc. R&D 1,525, 000, O
In lieu State taxes 1,028, 600, 0VD
16, 280, 600, 000
e RS e e L

Payments to U. S.

oyalty @ $3/swu 1,542,900, 000
In lieu Inc. Tax @ $6/swu 3, 050, 200, 000
Interest J& Amortization 13,577,700, 000

(85

- 18,170, 800, 000

Subtotal | 34, 451, 400, 000

Net Income (To finance CIP/CUP @ $1 Billion and
subsidize front end costs of U,S. Centrifuge en- 5 :
riching industry): 1,550, 600, 000




























































































































































































































































